provisions are conservative and 
safeguard against the issuance of 
prior liens. Total consolidated as- 
sets of the company amount to 
$229,358,592, while funded debt, in 
addition to the debentures, amounts 
to $84,336,000. Fixed charges on a 
consolidated basis have shown an 
over-all coverage averaging 1.54 
times over the past five years. Cov- 
erage for the twelve months to No- 
vember 30, last, was 1.53 times. The 
parent company has filed a plan of 
integration with the S E C, designed 
to comply with the Public Utility 
Act of 1935, and on which hearings 
are being held. While the outcome 
of these hearings remains in doubt, 
there appears no reason to believe 
that the status of Continental Gas 
& Electric debentures will in any 
way be affected adversely. 
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ganization plan, securities as pro- 
posed under the plan are immedi- 
ately quoted, representing bonds 


and stocks that will be distributed 
to holders of the original defaulted 
bonds. 

Securities to be received in ex- 
change for the defaulted bond vary 
and usually include a percentage of 
first mortgage fixed interest bonds, 
a proportion of income bonds, inter- 
est on which is payable only if 
earned and a certain amount of pre- 
ferred stock and common stock. 
Naturally, the higher the proportion 
of fixed interest bonds, the more 
favorable the exchange. The origi- 
nal defaulted bond thus has a mix- 
ture of investment and speculative 
qualities. However, it cannot be 
purchased indiscriminately, since 
some plans are more attractive than 
others and the difficulties standing 
in the way of successful reorganiza- 
-tion in some cases are far greater 
than others. In the final paragraph 
of this article, we indicate the issues 
in this category that we like best. 

Perhaps the safest way to benefit 
from railroad reorganizations is to 
wait for approval of a reorganization 
plan and then buy the first mortgage 
bond (which usually is strongly pro- 
tected as to earnings and ranks as 
investment quality) over the count- 
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er. At such times the stigma of the 
necessitated recapitalization still is 
such that the bonds may be under- 
priced, but after the reorganization 
atmosphere fades and the bonds are 
brought into the limelight of the 
listed market, general public buying 
may be expected ultimately to pull 
them around closer to their value. 
Advances of this type have ranged 
up to 30% or more this year. 

Included in this article is a tabu- 
lation of “when-issued” prices of the 
securities of several railroads which 
have had their plans approved by 
the courts. The tabulation includes 
preferred and common stocks, as 
well as first mortgage and income 
bonds. On grounds of the drastic 
scaling down accomplished by some 
of the roads, their income bonds are 
likewise attractive, certainly more 
so than some of the junior bonds of 
the marginal, still-solvent roads. 
Aside from the important funda- 
mental of good earnings protection 
for these issues in times like the 
present, there is the added appeal- 
ing factor of these issues being im- 
mune (as, of course, the first mort- 
gage bonds are, too) from rising cor- 
poration taxes. 

This is so because both normal 
and excess profits taxes are applied 
after providing for fixed charges and 
after the provisional interest on the 
income bonds. Buying these bonds 
thus is one of the best ways of ob- 
taining profits from the armament 
boom without these profits being 
sharply pared down by the coming 
armament-era taxes, which will have 
to be huge to help finance the enor- 
mous defense program. As an inci- 
dentally noteworthy fact, income 
bond interest is permitted from the 
effective date of the plan, accruals 
covering a number of months in 
some instances. 

Among the various securities dis- 
cussed, we conclude from analysis 
of recapitalization plans and the ap- 
plication of these plans to earnings 
of several years back, as well as their 
application to future potential earn- 
ings that relatively the most attrac- 
tive issues are in the Chicago, Mil- 
waukee, St. Paul & Pacific; the Erie; 
the Chicago, Rock Island & Pacific 
and the Western Pacific situations. 
Virtually the entire field has attrac- 
tion, however, with possible gains, 
With the carrying out of our arma- 
ment plans, these gains are likely to 
be fairly general. 


792 





CUMULATIVE INDEX TO VOLUME 67—Continued 


How Excess Profits Will Affect Consumer 
Industry 
How Excess Profits Will Affect Heavy In- 


Income List, Revising an 

Industrial Giants, New 

Industrial Operations for 1941 

Industrial Prospect, Second Quarter 

Inflation Controls 

Inflation Threat Tightening Government Con- 
trol 

Ingersoll-Rand 

Inspiration Copper 

Interlake Iron Corp. 

International Harvester, Taxes Cut — 706 

International Nickel 

International Mercantile Marine Co......... 

International Paper 

International Tel. 

Investing for Safe Income 

Investment Status of Chemical Equities 


Japanese Ambitions 
Jewel Tea 


Kennecott Copper Facing Year of Record De- 
mand 


Labor’s Rising Power 
Lambert Company 

Lehn & Fink 

Lehman Corp. 

Link Belt 

Liquor Stocks 

Liquor Stocks—Hangover 
Loew’s, Inc. 


Lorillard, P. ..... Diarslesibaisioisiowie «5 e.0.0 om 614, 379 


Machine Tools, Today’s Outlook 

Machinery & Machine Tool Outlook 

Mack Truck Earnings ......c0ccccccsescese 272 
Macy?, What is Retarding 

Marshall Field 

Mathieson Alkali 

May Department Stores 

Merchandising Profits, Taxes Will Restrict... 590 
Merchandising Shares on the Defensive 762 
Metal Group Near Capacity 

McCrory Stores 

Miami Copper 

Mid-Continental Petroleum 

Midland Steel Products 

Mohawk Carpet Mills 

Montgomery Ward 

Monsanto Chemical 

Motion Pictures Cos. 

Motor Industry 

Movie Stocks 

Mueller Brass 


National Dairy 

National Cash Register 

National Distillers 

National Income 

National Supply 

National Tea 

New Economic Order, America’s 

New Industrial Giants 

New Je ersey Zinc 53, 347 
New “Normal” in Business & Market Trends 367 
New Taxes on Third Quarter Earnings 

New Peaks for Heavy Construction 

New York Central R.R. 


Office Equipments Face Better Outlook 
Oils Abroad, American 

Oil Interest, Increasing 

Oil Prospects Improving 

Opportunities in Reorganized Rails 


Pittsburgh Forging 
Paramount Pictures 

Penick & Ford 

Penney Co., J. C. 

Pere Marquette Railway 
Philip Morris & Co. 

Phelps Dodge Corp. 
Preferred Stocks for Income 


Pressed Steel Car 
Preview for 1 
Profits under New Economy 


Radio Corp. of America 

Rail Bonds Should Advance? Why 

Rails, Opportunities in Reorganized 
Railroad Revenues, Outlook for 

Raw Materials for Defense 

Remington-Rand, Inc. 

Reverse Recovery 

— Income List to Meet Present Condi- 


a Tobacco, R. J 
Rustless Iron & Steel 


Savage Arms 

Safe Income in 1941 
Sears, Roebuck & Co. 
Security Appraisal for 1941 
Security Selection Today 
Shell Union Oil 
Shipbuilding Industry 
Simmons Company 

Six Stocks Yielding over 5% 
Smith, A. O. 

Socony Vacuum 

South Porto Rico Sugar 

St. Joseph Lead 

Standard Brands 

Steel, Record Year for 
Stock Trends, Divergent 
Sugar Stocks 

Sugar Stocks, Another Look at 
Sutherland Paper 
Superheater Co. 

Synthetic Fibres 


Taxes on Corporate Earnings in 1941 
Tennessee Corp. 

Ten Favored Stocks 
Texas Gulf Sulphur 
Texas Pacific Coal & Oil 
Textile Shares, Evaluating 
Thompson-Starrett Co. 
Tidewater Associated Oil 
Timing Armament Profits 
Timken-Detroit Axle 
Tobacco Stocks 

Todd Shipyards Corp. 


Transportation, Coming Boom in 


Union Bag & Paper 

Union Carbide & Carbon 
United Air Lines 

United Carbon 

United Drug 

United States Economy Under All Out War 
United States Industrial Alcohol 
United States Pipe & Foundry 
United States Rubber, Evaluating 
Universal-Cyclops Steel 

Utility Stocks, Position of 
Utilities Oversold? 


Value of British Empire Gold Production... 


War Debts? Can Capitalism Survive the 

750 
Warner Bros. Pictures 413 
Weighing the Market’s 1941 Potentialities... 364 
Western Hemisphere Solidarity Beneficiaries.. 252 
Western Hemisphere Security 191 
Western Union 289 
Wheeling Steel 657 
White Motors 271 
Wide Divergencies in Individual Stocks.... 514 
Wilson & Co. 
Woolworth’s Profits Cut by Taxes 
Woolworth, F.W. 


Yellow Truck & Coach 
Youngstown Sheet & Tybe. cnet eee eapee 262, 583 
yo See R 





When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





